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How to reach us 


Our mandate 
and history 


Our foundation 


Who we are, what we do 


Head Office 

The St. Lawrence Seaway 
Management Corporation 
202 Pitt Street 

Cornwall, Ontario 

K6J 3P7 

(613) 932-5170 


Maisonneuve Region 
FOOT Z 

St. Lambert, Québec 
J4P 3N7 

(450) 672-4110 


Niagara Region 

508 Glendale Avenue 
St. Catharines, Ontario 
L2R 6V8 

(905) 641-1932 


E-mail 
marketing@seaway.ca 


Web site 
http://www.seaway.ca 


e Established in 1998 as a not-for-profit corporation by Seaway users 


and other interested parties 


e Operates Canadian portion of the St. Lawrence Seaway under 
agreement with federal government, in force until March 31, 2018 
e Manages Saint-Louis-de-Gonzague Bridge, Valleyfield Bridge, 


Townline Tunnel, and all Seaway-related leases and licences on 


behalf of Transport Canada 


e Began operations October 1, 1998; this is our second year of 


Seaway management 


Mission + We pass ships through a safe and reliable waterway 


system in a cost-effective, efficient and environmentally- 


friendly manner to meet our customers’ transportation 


needs. 


Vision + The SLSMC and its partners... the 
transportation system of choice. 


Values + Weare strongly results-driven and customer-focused. 
+ We stand for integrity and open communication. 
e We seek continuous improvement. 


e We insist on wise spending. 
e We achieve success with our committed employees. 


the industrial heart of N orth America. 
e Serves 15 major international ports and some 50 


regional ports on both sides of the Canada/U.S 


border. 
e Over four decades, the Seaway has carried more 
than two billion tonnes of cargo, worth over 


$400 billion. 
e Every 10,000 tonnes of general 
cargo handled by a Great Lakes 
port contributes more than 
half a million dollars in 


ROA 
ae x economic benefits to 
the local community. 


s — 
‘@ e In Canada, the 
» Seaway supports 
more than 17,000 
jobs, in direct and 
indirect services 
to the transporta- 
_ tion industry, 
shipping, and the 
Seaway itself. 
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e Since 1959, more than 260,000 vessels from 50 coun- 
tries around the world have passed safely through 


our locks. 
The Seaway Locks 
e The Seaway proper is a series of 15 locks and 


connecting channels in two sections — the 
Montreal/ Lake Ontario (MLO) section, and the 


Welland Canal. 
+ Between Montreal and Lake Erie, the locks lift 


vessels up to the height of a 60-storey building 


above sea level. 


Le ks and nee ol Vessels 
° 225.5 metres long (740 ft.) 

¢ 23.8 metres in beam (78 ft.) 

¢ 8 metres in draft (26 ft. 3 in.) 


1999 Season Highlights 


Combined Highlights 

+ Opened to navigation March 31, 1999 
¢ Ice-free on opening day 

+ 24-hour navigation began April 1 


+ Navigation season 270 days; last ships exited 
St. Lambert Lock and Welland Canal on 
December 25 


+ Traffic decreased slightly from 1998, back to 
1997 levels 


+ Reduced demand from steel industry slightly 
offset by increased U.S. grain exports 


+ Combined Seaway traffic totalled 47.86 mil- 
lion tonnes, a decrease of 5.2% from 1998 total 
of 50.51 million tonnes 


Five year review of combined vessel transits 
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Montreal/Lake Ontario Section 


e Draft of 8.0 m in effect for entire season, main- 
tained with co-operation of pilots and the trade 
despite low water levels on Lake St. Louis 


+ 3,141 vessel transits, compared to 3,158 in 1998 


Total combined traffic to/from Canada and the U.S.A. 
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e Average 11.6 vessels per day 


e Total traffic 36.41 million tonnes, a decrease of 
7.2% or 2.83 million tonnes from 1998 


Welland Canal 


¢ Draft of 8.0 m in effect for entire season _ 
° 3, 626 vessel ee 199 more than in 1998 


Canadian grain 
traffic once more 
below average 


Five year review of combined traffic by commodity a Gere Male 
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Increase in U.S. 
grain shipments 


Total grain traffic 


e on MLO Section 
13.6 million tonnes 
(4.5% increase over 
1998) 


e on Welland Canal 
13.5 million tonnes 
(2.6% increase over 


1996 


Combined traffic by commodity 1999 
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Note: Grain includes wheat, barley, corn, etc.; Other Bulk includes stone, salt, petroleum, etc.; General Cargo includes steel, slabs, etc. 
mines to American 


upper Lakes ports 
(14% — 628,000 | | 
tonnes) and Hamilton (1.6% — 92,000 tonnes) Total iron ore traffic 
e from Great Lakes mines to Hamilton (37% — + on MLO Section 10.69 million tonnes 
378,000 tonnes) | (3.8% decrease from 1998) 
Increases in shipments e on Welland Canal 5.82 million tonnes 
+ from Labrador mines to Nanticoke (242%) | (10.6% decrease from 1998) 


¢ U.S. imports through Quebec City (13% - 
109,000 tonnes) 


Welland Canal 
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Fewer shipments on Welland Canal (low 
demand from Ontario Hydro and 
Hamilton steel mills) 


* total traffic 4.52 million tonnes (2.4% 
decrease from 1998) 


Increased traffic on MLO Section 
(additional movements to industries 
along St. Lawrence) 


+ total traffic 266,000 tonnes (35.2% 
increase over 1998) 


Other Bulk 


Overall decrease in shipments of major 
commodities (coke, petroleum, stone, 
cement, chemicals) 


Total other bulk traffic 


e on MLO Section 7.23 million tonnes 
(8.8% decrease from 1998) 


e on Welland Canal 10.06 million tonnes 
(7.4% decrease from 1998) 


General Cargo 


Combined statement of operating results 
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Financial Highlights 


Record steel imports of 1998 left larger stocks and 


inventories; accordingly, this year’s traffic 
decreased by about 36% on both sections of 
Seaway 


Total general cargo traffic 
e on MLO Section 4.58 million tonnes 
e on Welland Canal 3.46 million tonnes 


+ The Corporation has met business plan targets 
for the second year in a row. 


¢ 23.38 million in asset renewal, slightly under 
the target of $23.6 million 


e Corporation’s reserve increased to $5.27 
million, from $2 million 


he St. Lawrence Seaway 

Management Corporation 

(SLSMC) has successfully 
concluded the second year of its 
five-year business plan, which 
forms part of its agreement with 
the Government of Canada. 
Sincere thanks go to all members 
of The St. Lawrence Seaway 
Management Corporation, from 
our devoted Board Members to 
the hard-working managers, and 
committed employees, for mak- 
ing this success possible. 


Eighteen months have now elapsed since the 
Corporation took over the reins of the Seaway on 
October 1, 1998. This time has afforded the 
Corporation solid opportunities for a realistic, 
hands-on assessment, both of our environment 
and our ability to react constructively to the pres- 
sures of that environment. 


Our operations are guided and measured by a 
five-year business planning cycle, developed as 
part of the commercialization agreement with 
Transport Canada. This agreement brought The 
St. Lawrence Seaway Management Corporation 
into existence. The business plan sets specific tar- 
gets for operating and asset renewal costs, as well 
as anticipated revenues. 


It is worth noting that a 2% annual toll increase 
was set for each of the first five years as an inte- 
gral part of this agreement. The Corporation may 
not deviate from these minimum increases for the 
first three years. Furthermore, the agreement 
obliges the Seaway to increase tolls beyond the 
2%, following any year in which it cannot achieve 
the targets set out in the business plan. If, after 
three years, the SLSMC has successfully met its 
business plan targets, funded a notional reserve 
and demonstrated that it can sustain a lower rate 
of increase, a 1.5% maximum reduction, bringing 
the toll increase to 0.5 of 1%, is allowed for the 
fourth and fifth years of the plan. 


President s Message 


The SLSMC, therefore, is increas- 
ing tolls by 2% annually in accor- 
dance with the agreement, and 
working to bring together the ele- 
ments that will allow us to mod- 
erate the increases for years four 
and five. It should be remem- 
bered that the one overwhelming 
motive guiding the negotiators 
representing the user group was a 
reasonable belief, widely shared 
in the trade, that the government 
was preparing for significantly 
higher increases in tolls. The user group thought 
stable and predictable toll increases, limited to 
2%, would facilitate planning for both the users 
and the new Corporation. 


With these considerations in mind, I am pleased to 
report that, for the second consecutive season, the 
Corporation has not only met but exceeded the tar- 
gets set in the business plan, despite a $4.5 million 
year-over-year reduction, from $82.574 million to 
$78.119 million, called for in the plan. Most impor- 
tant, the level of improvement over the plan is 
such that the Corporation’s reserve now stands at 
$5.273 million, an increase of $3.253 million over 
the first year. This, in fact, is an annual level quite 
sufficient to sustain the maximum yearly reduction 
in tolls permitted by the agreement. 


As expected, the 1999 season reverted to an aver- 
age level of traffic showing a decrease from the 
results of 1998. The waterway carried 47.8 mil- 
lion tonnes of cargo in 1999, 3.2 million tonnes 
less than in 1998. 


The substantial steel shipments of 1998 subsided 
to an average flow in 1999; iron ore traffic was 
also lower, while U.S. grain exports rose substan- 
tially. Measured against the last ten years, overall 
traffic was average. 


As can be seen in the financial results, both total 
revenues and manageable costs showed better 
results than expected in the business plan. The 
energetic measures taken in 1999 (-9.7%) and again 


this year (-8.4%) to reduce our manpower, which 
makes up 83.9% of our manageable costs, are the 
root cause of these positive results. An extraordi- 
nary expenditure of $512,000 covers the costs to be 
incurred again this coming year for the early retire- 
ment of eight additional employees. However, 
there remain very few employees older than 55, 
and this approach to staff reduction is reaching its 
effective limit. 


Discussions with Transport Canada concerning 
various adjustments to the business plan have 
progressed to the point where there is only one 
issue remaining to be agreed upon. We hope to 
settle this last issue in the second quarter of this 
year. 


Strategic thinking a necessity 


Like the rest of the commercial world, the 
Corporation operates in a complex web of influ- 
ences, demands and obligations. Our viability 
and that of the whole Seaway system is affected 
by national and international economic develop- 
ments, industrial fluctuations, technology change, 
and also by the practices and policies of industry 
and many regulatory and service agencies. Free 
trade, a truly global marketplace, and technologi- 
cal progress have transformed the transportation 
business. This transformation continues at the 
Seaway as well. 


Technology creates opportunities 
Technology is playing a growing part in keeping 
us competitive. Last year saw the introduction 
of an integrated management information sys- 
tem (SAP) and a new state-of-the-art traffic 
management system, among other innova- 
tions. This year, we have added a human 
resources and a payroll module to SAP, and 
we are testing a new Automatic Identification 
System (AIS) for vessels passing through the 
Seaway. AIS will be functioning by the middle 
of the 2001 navigation season, with the aim of 
becoming mandatory in time for the 2002 sea- 
son. We have also centralized the 
Corporation’s information technology function 
under a new Vice-President of Information 
Technology and Telecommunications (IT). An 
effective IT organization will enable the 


Corporation to achieve the full potential of SAP 
and carry innovation much further. We have 
already set up a team to develop strategies for e- 
business solutions, internally and with our cus- 
tomers. Within the next year, we expect to expand 
our Web site substantially to include real-time 
navigation information (e.g. weather reports, 
water levels, waiting times at locks) in co-opera- 
tion with our American counterpart, the Saint 
Lawrence Seaway Development Corporation, and 
other interested parties. 


Strategic planning focuses our efforts 


We have introduced a new culture now at the 
Seaway, moving rapidly from a bureaucratic type 
of organization to a flexible, results-oriented one. 
To ensure continuing ability to carry out our busi- 
ness plan, we embarked last year on a comprehen- 
sive strategic planning exercise that has become 
part of our annual planning cycle. The 
Corporation’s strategic plan guides our response 
to the changing array of pressures, constraints and 
demands presented by our business environment. 


Reinventing Ourselves 


It has been a busy and productive year. Stemming 
from the mission, values, vision and strategic 
goals finalized in June 1999, Corporation staff ini- 
tiated some 50 action plans and projects. The 
majority of these were considered essential or 
high priority and scheduled for implementation 
in the first two years of the three-year strategic 


planning cycle. Progress has been excellent, and 
80% of the essential projects and 65% of the high 
priority projects have already been completed. 
The effect has been to begin reinventing the 
Corporation as a process-centered organization 
with the structure, tools and partnerships to func- 
tion at optimal effectiveness and efficiency. 


One of the first requirements that emerged from 
our strategic planning exercise was an opera- 
tional review. Four teams carried out an assess- 


Our objectives and strategies 
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ment of the principal operational problems as the 
basis for improvements in work processes: pro- 
ject management and major maintenance; pre- 
ventative and corrective maintenance; lock crew 
operations and maintenance execution; and the 
procurement and stores functions. Building on 
their report, the potential for a new organization- 
al structure was investigated with the help of a 
consulting firm. This resulted in a concrete reor- 
ganization plan, which was put in place in March 
2000. 


The new structure recognizes that our core busi- 
ness process is to pass ships through the Seaway 
and maintain the infrastructure. Given that these 
activities take place in the two regions and that 
accommodating regional variations will better 


networking with 
direct customers 


to return toll tariffs 


e Extend ISO 
certification 


Manage performance 
Improve collaboration with 
employees and unions 

e Enhance communication 

¢ Implement job evaluation 


asset renewal fund 


serve the core process, the new approach centers 
on a Regional Process Organization. Corporate 
Process Leaders for Infrastructure Maintenance 
and Ship Transit, each one a Regional Vice- 
President, ensure that variations remain within 
acceptable corporate parameters. Since mainte- 
nance of the infrastructure is now part of the core 
process, engineering services have been integrat- 
ed into the regional organizations. The support 
functions of human resources, finance and infor- 
mation technology are centralized 
at Head Office. Also work- 
ing from Head Office is a 
new Vice-President, 
Strategic and Business 
Development. 


We expect the new struc- 
ture to produce better 
planning, co-ordination 
and communication 
among engineering, main- 
tenance and operations 
services, and to create a 
better alignment of mis- 
sion-linked business 
processes across regions, 
improving service to 
clients while reducing 
costs. By strengthening the 
information technology 
and business development 
functions, we have positioned ourselves to better 
support innovation and development which are 
key to our future success. 


¢ Increase project 
effectiveness 

e Establish effective 
maintenance 

rogram 

© Effective use of 


and compensation program 
e Health and safety 
improvements 


Additionally, a new program for managing perfor- 
mance development in the Corporation was intro- 
duced, beginning with the senior management 
team and cascading down to manager level. The 
program strengthens employee-management dia- 
logue and reinforces adoption of corporate goals, 
values and practices throughout the organization. 

It fosters skill building and provides tools to ensure 
team focus, which will in turn support achievement 
of the strategic plan. 


We have carried out a policy review, reducing the 
number of our policy documents by some 60%. 


Other teams are preparing a business plan for 
improvements in lock operations; testing the 
potential for draft increase; determining the 
adjustments required to transit time standards; 
and developing numerous other improvements. 
Finally, the Corporation has launched a compre- 
hensive review of its tariff structure. From this 
review, we hope to be able to develop a system 
of tolls that will satisfy the needs of our cus- 
tomers for cost-efficiency and fairness, while 
ensuring our own financial viability. 


Strategic planning - a broader perspective 


The Corporation is doing, and will continue to 
do, all it can to make the Seaway more competi- 
tive. But we realize that the St. Lawrence Seaway 
is only one player in the Great Lakes/St. 
Lawrence Seaway transportation system. Seaway 
costs, in fact, represent 1.7% of the total trans- 
portation cost of grain. Even if we achieved a 10% 
efficiency gain, this would make a difference of 
only 2/10 of 1%, which is quite insufficient to 
affect the competitive position of the Great 
Lakes/St. Lawrence Waterway. Any significant 
improvement in competitiveness must come from 
all stakeholders working together. A major fea- 
ture of our strategic plan, therefore, was to seek 
the co-operation and partnership of our counter- 
parts in the United States and build an important 
base of stakeholders to determine strategic objec- 
tives for the whole system. 


Our Chairman, R.J. Swenor, and I began in 1999 
to discuss with the major system stakeholders the 
concept of co-ordinated system-wide planning. 
Both industry and the Seaway recognize this as a 
necessary first step in dealing with the challenges 
of cost and competitiveness, critical issues for all 
those involved with the economy of the Great 
Lakes basin. This unified view and joint planning 
process is something the board and management 
of The St. Lawrence Seaway Management 
Corporation are firmly committed to. In the past 
year, we have been successful in obtaining the 
agreement of major stakeholders to participate in 
strategic planning for the system as a whole. The 
problem has been recognized, and we are on our 
way to solutions. 


The Waterway Strategic Issues Forum 


What has emerged is a group called the 
Waterway Strategic Issues Forum. Chaired by 
myself, the Forum includes representatives from 
Cargill, Stelco and Québec Cartier Mining, 
Algoma and Fednav, the Ports of Duluth, 
Thunder Bay and Montréal, the American Great 
Lakes Ports, and the American Saint Lawrence 
Seaway Development Corporation. 


Together, we are beginning to look at some of the 
major issues affecting Great Lakes shipping. Four 
goals have been set. The first is to improve water- 
way management and reduce costs — this has 
been a priority for everyone connected with the 
Seaway for a number of years, and is likely to 
become even more pressing as time goes on and 
competition increases. 


Our second and third goals are related — they are 
to increase tonnage on the system and improve its 
long-term competitiveness. And finally, we are 
looking at ways to secure the government sup- 
port the Seaway deserves. 


At the moment, four committees are working on 
aspects of each of these goals. One is looking at 
strategies to increase the volume of shipments of 
U.S. and western Canadian grain via the Great 
Lakes and Seaway. 

Another committee is working on the waterway 


management issue. They will identify where to 
concentrate our efforts to produce the most signif- 


icant improvements in management, and the 
greatest reductions in operating costs. 


The third committee is taking a comprehensive 
approach to the issue of marketing to ensure the 
Seaway’s long-term viability. They will look at 
medium-and long-term market requirements, and 
the potential for developing new markets and 
cargoes. They will then assess the impact of new 
business on our infrastructures, and identify 
desirable modifications in cargo handling and 
freight marketing. 


For years, there has been talk of a bi-national 
agency to manage the Seaway. While this would 
be the most efficient and least costly way to go, 
sovereignty issues and a great many other details 
must be ironed out, and this will take time. The 
fourth of the Forum’s committees has taken on 
this many-headed problem, and is especially 
looking at areas in the governance and manage- 
ment of the Great Lakes/St. Lawrence Seaway 
system where possible short-and long-term bene- 
fits could be realized through increased bi-nation- 
al co-operation. 


The work of the four committees is proceeding 
with the participation of a large number of organi- 
zations. A comprehensive draft plan is expected to 
be presented to the Forum members in the fall of 
2000 for review and further action. At that point, 
we will brief government officials and secure their 
support for the new collective initiatives. 


Future prospects 


The outlook for traffic volumes during the 2000 
season is similar to 1999, with an increase of 2.5% 
expected. Average Canadian grain crops last year 
and the continuance of recent transportation pat- 
terns will combine to maintain a low level of 
Canadian grain shipments. If we maintain com- 
petitiveness with other transportation modes and 
routes (especially the Mississippi and rail routes 
to the U.S. Gulf coast), U.S. grain shipments could 
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continue their growth. Iron ore traffic is expected 
to increase slightly over 1999, as are coal ship- 
ments. We also expect improved performance 


from general cargo. 


Shipowners continue to demonstrate their com- 
mitment to the Seaway by building new vessels. 
Fednav International launched three of eight new 
ships last year and, during the past few years, 
Polish Steamship Lines has constructed eight ves- 
sels that now transit the Seaway system. In addi- 
tion, Canada Steamship Lines christened the CSL 
Niagara last year, the largest vessel to navigate the 
locks. Two other CSL vessels are undergoing hull 
replacement, and most Canadian owners, includ- 
ing Algoma Central and Upper Lakes, are pro- 
ceeding to modernize and upgrade their fleets of 
self-unloaders, bulkers and tankers. 


Taken all together, there is ground for optimism. 
Under new management, the St. Lawrence 
Seaway is proving itself resilient and inventive. 
Our plans are, for the first time, co-ordinated 
with those of a larger group of stakeholders who 
collectively have both the interest and the power 
to put the waterway front and center on the 
North American transportation agenda. There are 
reasons to believe that this new century will bring 
renewed life and increased prosperity to the 
Great Lakes and the St. Lawrence Seaway... as 
long as we remain proactive. 


Our vision continues to be: “The St. Lawrence 
Seaway Management Corporation and its part- 
ners — the transportation system of choice.” This 
year, we have created the tools, the partnerships 
and the organization to bring that vision much 
closer to reality. 


Guy Véronneau 


Operational Improvements 


Automatic Identification System (AIS) 


he joint project involving the Trade, the 

Corporation and the Saint Lawrence Seaway 

Development Corporation to implement an 
AIS system for vessels on the Seaway, linked to 
the Traffic Management System (TMS), is pro- 
ceeding on schedule. A number of units of AIS 
equipment were purchased in March 2000 to be 
tested this season. The VHF frequency for the 
pilot tests has been approved; the required AIS 
frequencies for the Great Lakes area have been 
allocated in Canada, and the U.S. Coast Guard 
has requested permanent allocation on their side 
of the border as well. The interface with the TMS 
has been designed and tested, and the Trade has 
helped establish the requirements for messaging 
to and from the ships. The project committee is 
working with Canadian and U.S. Coast Guard 
organizations to ensure that all vessels on the 
Great Lakes will use the same AIS equipment. 
AIS will be implemented during the 2001 naviga- 
tion season with the aim of becoming mandatory 
in 2002. 


Vessel draft increase 


During the 1999 navigation season, tests were car- 
ried out in the Welland Canal to assess the effects 
of passage by vessels with a draft deeper than the 
current 26’3”. The results for a draft of 26’6” were 
promising. The project committee issued a report 
in January 2000 with ten recommendations for 
further tests, which will be conducted during the 
2000 season. The focus will be on two main areas: 
on-the-fly squat measurements to confirm ship 
squat in the Seaway; and further testing at 266” 
in the Welland Canal to evaluate the effect of the 
increased draft on ship meets, lockage times and 
overall transit times. Work will also continue on 
phase II of the study, to evaluate the effects of 
increasing draft beyond 26’6”. 


Self-inspection for lakers 
During the past year, a checklist was developed 
and a program put in place to allow inland 
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companies that are ISO/ISM certified to carry out 
self-inspection of their vessels for Seaway require- 
ments. Reporting procedures have been estab- 
lished and representatives of Algoma Central, 
Canada Steamship Lines, Transport Desgagnes, 
and Upper Lakes have been trained in the proce- 
dures. Self-inspection began at the opening of the 
2000 season, and an SLSMC ship inspector carries 
out random audits of self-inspected vessels 
throughout the season to ensure the integrity of 
the process. 


Transit time standards 


With the participation of the Trade, a project 
team reviewed the assignment of responsibility 
for delays in ship transits, made some realign- 
ments to reflect the facts and began to develop 
solutions. The review noted that the goal of 
achieving 95% of ship transits at less than the 
standard time plus four hours has been 
achieved regularly. In the Montreal/Lake 
Ontario section, however, transit times for lak- 
ers are continuously greater than the present 
standard. The project team carrying out a 
review of transit time standards will continue 
its work until September 2000 to determine 
whether adjustments to the standard are 
required. 


Practices and procedures 

With the passage of the Canada Marine Act and 
repeal of the St. Lawrence Seaway Authority Act, 
the Corporation, under section 99 of the Canada 
Marine Act, established practices and procedures 
to be followed by ships in the Seaway. The new 
set of Seaway Practices and Procedures differs 
little from the Seaway Regulations previously 
used, and has been in force since the beginning 
of the 2000 navigation season. 


The Corporation is also working with Transport 
Canada to replace the Shore Traffic Regulations 
made under the former St. Lawrence Seaway 
Authority Act. These will be replaced by the 
Seaway Property Regulations, and are expected to 
come into effect late in 2000. 


Lock operations 

As part of the operational effectiveness study, a 
team was established to review lock operations, 
formulate recommendations and develop a busi- 
ness plan to improve the planning and process of 
passing vessels through the locks. 
Recommendations were presented to the 
Management Committee in March 2000, address- 
ing issues of training, the process of maintaining 
and documenting operating procedures, and 
potential operational improvements. An imple- 
mentation team has been mandated to present an 
action plan and schedules based on these recom- 
mendations. 


Maintenance Activities 


A key component of the Corporation’s commer- 
cialization agreement with Transport Canada is 
the Asset Renewal Plan. This plan allows for the 
expenditure of $126 million on infrastructure 
maintenance and Capital expenditures over the 
five years of the business plan. The expenditure 
target for the 1999/2000 fiscal year was 
$23,600,000, and the actual cost was $23,357,000 
or 1% below the target. During the first two years 
of the business plan, the Corporation has spent 
$49 million on the infrastructure, or 39% of the 
overall allocation. 
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Capital Committee 


The Asset Renewal Plan is managed by the 
Corporation and supervised by the Capital 
Committee (made up of two members from 
Transport Canada and two members of the 
Corporation’s board). The Committee approved 
changes to the plan as required, as well as the 
plan for the next fiscal year. 


In addition, the Committee oversees performance 
measures for the Asset Renewal Plan, including a 
Reliability Index and a method of tracking per- 
centage of work completed according to plan. The 
Reliability Index, which indicates overall infra- 
structure reliability, has increased each year, 
demonstrating that the work being carried out is 
having the desired effect. The percentage of work 
completed according to plan has increased from 
84% in 1998/1999 to over 90% for 1999/2000, 
indicating both improved planning and better 
scheduling. 


Winter maintenance 


Since most of the infrastructure rehabilitation 
work is intrusive, it is completed during the win- 
ter shutdown period. Last winter some 50 con- 
tracts were awarded for various projects, and 
both regions completed additional maintenance 
work with their own employees. 


Major Projects, 
Montreal/Lake Ontario Section 


e Installation of new sub-stations at 
Beauharnois 


+ Rehabilitation of sector gate tracks at 
Iroquois 


+ Replacement of lighting above Côte Ste. 
Catharine locks 


+ Bank protection in the South Shore 
Canal 


¢ Painting of approach span for Bridge 3 
at St. Lambert 


Major Projects, Welland Canal 


+ Updating of automatic control systems 
at locks 1 and 2, and bridges 19 and 19A 


+ Structural repair and painting of bridge 11 


° Mechanical rehabilitation of machinery on lock 
gates and valves 


+ Concrete repairs to lock 5 


¢ Rehabilitation of rope operating machinery and 
installation of remote control equipment at 
bridge 5 

¢ Rehabilitation of mechanical drive system for 
bridge 6 

e Rehabilitation of gate rope drive machinery at 
lock 6 


+ Gate painting and repairs 


The Saint-Louis-de-Gonzague Bridge: 
Partnership in Action 


The Beauharnois Light, Heat & Power Company 
constructed the Saint-Louis-de-Gonzague Bridge 
in the early 1930s to carry rail and road traffic 
over the new Beauharnois Power Canal. In the 
late 1950s, The St. Lawrence Seaway Authority 
added a lift span to permit commercial naviga- 
tion on the canal. Under the terms of our 1998 
commercialization agreement, The St. Lawrence 
Seaway Management Corporation shares the cost 
of maintaining the roadway portion of the bridge 
with Hydro-Québec, which is now responsible for 
maintaining the fixed portion of the bridge. 


Following the 1993 rehabilitation of the Valleyfield 
Bridge, a road and railway bridge that crosses the 
power canal five miles upstream, the municipality 
of Saint-Louis-de-Gonzague sued the St. Lawrence 
Seaway, Hydro-Québec and the Attorney General 
of Canada, demanding similar major rehabilita- 
tion work on the Saint-Louis Bridge. 


After mediation, Hydro-Québec, Transport 
Canada and The St. Lawrence Seaway 
Management Corporation agreed to rebuild the 
highway portion of the bridge at an estimated 
cost of $13.3 million. The Corporation was man- 
dated to manage the project, including design, 
preparation of specifications and drawings, con- 
tracting work, field supervision, quality assur- 
ance and general administration. 


In late December 1998, the SLSMC retained the 


services of a consultant to prepare specifications 
and drawings for the fixed spans and bridge 
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piers, while Seaway engineers designed the mod- 
ifications to the lift spans. Construction, field 
supervision and quality assurance were contract- 
ed out. The bridge was closed to traffic on 

June 7, 1999, and re-opened on March 27, 2000, 
almost 2 !/2 months ahead of schedule, at an esti- 
mated final cost of $10.8 million — $2.5 million 
less than the original estimate. 


Human Resources Issues 


Management Performance Program 


To be successful, the Corporation must continue 
to be innovative and flexible in responding to the 
demands of its business environment, while 
ensuring that its activities remain within the 
framework of the business plan and support the 
goals outlined in the strategic plan. This requires 
both discipline and commitment from all employ- 
ees, from the senior management team to the 
service teams at the locks. Moreover, it requires 
full understanding of and commitment to the 
Corporation’s strategic goals, and a willingness to 
learn to apply new procedures and work in new 
structures as they emerge from the projects initi- 
ated through the strategic planning process. 


Recognizing the demands it places on all its 
employees, the Corporation established a pro- 
gram to facilitate goal development and accep- 
tance throughout the organization. The 
Management Performance Program provides a 
framework and techniques for setting goals, 
agreeing on values and practices that support 
these goals, and carrying out meaningful dia- 
logue that both improves the goal-setting process 
and promotes buy-in at all levels of the 
Corporation. The goal-setting process cascades 
down through the levels of the organization, 
beginning with corporate goals and strategies, 
and continuing with staff at each level setting 
their own performance goals to support the goals 
of their supervisors, and be mutually supportive 
across their functions. Workshops and training 
sessions will ensure that managers know how to 
set “smart” goals, and how to establish regular, 
open and constructive dialogue with both their 
supervisors and staff, making the process effec- 
tive and ongoing. 


Job evaluation and compensation 


A nine-member committee representing 
all groups of Seaway employees is work- 
ing with a consultant to develop a job 
evaluation system applicable to all posi- 
tions. The group reviewed and updated 
all job descriptions in a new summary 
format and developed a multi-factored 
evaluation plan. They also formulated a 
questionnaire, which was completed by 
employees and their supervisors to pro- 
vide information about all jobs in the 
Corporation. The questionnaire included 
25 factors ranging from training, experi- 
ence, and specialized knowledge or skills 
required by the job to the level of internal 
and external communication involved in 
the work, physical effort, dexterity, amount of 
autonomy, leadership requirements, work plan- 
ning requirements, and the physical environment 
and stress level involved. 


The committee is currently reviewing the collect- 
ed information and revising their evaluation plan. 
Once the initial job assessment phase is complet- 
ed, values will be developed for the factors in the 
plan. A report and recommendations are expected 
in the summer of 2000. 


Concurrently, a new phase in the development of 
a global compensation plan has also started. 
Benchmark jobs have been selected by Seaway 
employees with the help of a consultant, and 
Seaway rates of pay are being compared to select- 
ed other companies, and to the results of outside 
wage and salary surveys. The goal of this project 
is to establish wage and salary scales that will 
provide internal and external equity. 


Succession planning 


The Human Resources Department has begun to 
establish a succession planning program for the 
Corporation. Because our staff complement has 
been significantly reduced, from 803 in 1996 to 
650 in 2000, it has become vital to ensure that we 
continue to have the required staff expertise to 
sustain and replenish key positions over time. 
The program policy and principles have been 
developed and approved, and the planning and 


1,000 


900 | 
850 
800 
750 
700 


650 | 


St. Lawrence Seaway Employees (full time equivalence) 


803 
Business Plan 
Target: 727 
® Business Plan 
Target: 681 
e 


650 


2000 


1998 1999 


1997 


identification process for the first two levels of 
key positions in management and their potential 
successors began in March 2000. The program 
will be deployed to other levels of the 
Corporation this year, and development plans 
will be created for the individuals concerned. 


Administrative Matters 


Policy review 


A project team has completed a policy review, 
ensuring that corporate policies and guidelines 
are consistent and clearly linked to key business 
processes and their “owners”. Through a process 
of consolidation, revision, and deletion, the team 
was able to reduce the organization’s body of 
policy documents by some 60%, eliminate unnec- 
essary paperwork, and produce a core of clear, 
coherent policies applicable to both regions and 
head office. 


Human Resources and Payroll module 
for SAP 


Also in the past year, SAP (our comprehensive 
management information system) has been aug- 
mented with a new payroll module and upgrad- 
ed for security and improved updating purposes. 
Staff training in the use of SAP continues, with 
employees reporting a satisfaction rate in the 
86%-88% range. SAP is continually being 
refined, and the technical team is rising to the 
challenge of installing and testing new modules 


and versions of the software while the program 
is in continual use. 


Information Technology 


Recently centralized under its own Vice-President 
as part of the corporate reorganization, the infor- 
mation technology and telecommunications func- 
tion underwent outside assessment last fall, giv- 


ing the new department guidelines for its struc- 
ture and management. The new organization is 
developing improved management processes, 
aligning it more fully with the business strategy 
of the Corporation. As well, staff training will be 
enhanced, performance measurement standards 
are being set, and corporate IT policies and stan- 
dards will be developed and published. 


Head Office - = - 


Maisonneuve Region 7 


This table does not include recurrences during 1999. 
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ES Cd IRED. 


-he St. Lawrence Seaway Management 
Corporation is governed by a nine-member 
Board, which meets as frequently as neces- 
sary to set and oversee the direction of the 
Corporation and review financial results. Their 
ultimate responsibility is to secure the long-term 
viability of the SLSMC, and of the Seaway as an 
integral part of Canada’s transportation infra- 
structure. To this end, the Board ensures that our 
operations will establish credibility with cus- 
tomers and the Saint Lawrence Seaway 
Development Corporation by providing high 
quality, efficient service to all users without pref- 
erence, fostering the competitive advantages of 
the Seaway, and ensuring a safe environment for 
our employees and customers. 


As part of its stewardship of the Corporation, the 
Board has responsibility for strategic planning, 
risk management, succession planning, communi- 
cations policy, and the integrity of the 
Corporation’s internal control and management 
information systems. It also defines the limits of 
management's authority and accountability, and 
rules on any activities or expenditures which vary 
from or are not foreseen in the business plan or in 
the Corporation’s formal agreements with 
Government or other parties. 


Through the Governance Committee, which also 
administers the Code of Conduct, the Board 
ensures that the Corporation’s annual objectives 
reflect its commitments under the business plan, 
the Letters Patent, and the Canada Marine Act, and 
ensures that no conflicts of interest arise. This 
Committee also oversees and reports to the Board 
on the systems that manage the principal risks of 
the business, including environment, scheduled 
maintenance, occupational health and safety, and 
year 2000 computer issues. 


The Human Resources Committee ensures the 
development of succession plans for all senior 
management positions, evaluates the perfor- 
mance of senior executives, reviews and fixes 
senior management salary and compensation 
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policies, and oversees the performance of the 
Corporation’s pension plan. 


The Audit Committee, responsible for reviewing 
financial statements and for audit of the Corpo- 

ration, also evaluates accounting and financial 
reporting policies, systems and internal controls. 


Members of the Corporation 
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Analysis 


This discussion and analysis is a review of the Corporation’s operating results and financial condition, and 
should be read in conjunction with the financial statements presented on the following pages. 


OVERVIEW 


Both financially and operationally, 1999 was 
another successful year for the SLSMC. 


The Corporation completed its second year of 
operation with a full twelve months of commercial 
activities under the Management, Operation and 
Maintenance Agreement signed with the federal 
government in September 1998. 


The financial results of 1999 cover the period 
April 1, 1999, to March 31, 2000, while the 
comparative results in the financial statements 


cover the period October 1, 1998, to March 31, 1999. 


Therefore, in our analysis, the 1999 financial results 
will be compared with the 1998 12-month 
combined operating results for a more meaningful 
interpretation. 


RESULTS OF OPERATIONS 
Revenues 

The total revenues for 1999/2000 amount to 

$ 76 million, more than $3.5 million better than the 
Business Plan, but right on target with the 


Operating Budget for the period; this compares to 
$83.9 million for the fiscal year 1998/1999. 


REVENUES 
($000) 


ISSN TRES i NE ee me I PR R EN EE RE RER 


Tolls 


Wharfage and other 
navigation revenues 


License fee 
Investment income 


Gain on disposal of assets 


The revenues derived from ship transit attained 
$73.2 million in 1999/2000, a decrease of 

$6.1 million over the previous year in which we 
earned the highest toll revenue in Seaway history. 
The decline is largely the result of a 35% reduction 
in general cargo tonnage for iron and steel. 


The revenues from other navigation activities and 
license fees reached $1.7 million in 1999/2000, a 
4.1% increase compared to $1.6 million for 
1998/1999. 


The gain on sale of capital assets of $0.7 million 
arises from the rationalization of the number of 
floating equipment used in the maintenance of the 
Seaway infrastructure. 


The investment income of $0.4 million in 
1999/2000 compares to $2.8 million in 1998/1999. 
The treasury management of the funds generated 
by the Corporation is subject to terms established 
by the Capital Fund Trust which was established as 
of October 1, 1998 upon the transfer of Seaway 
responsibility to the Corporation. All funds in 
excess of short-term requirement are transferred to 
the Trust for reinvestment. The decline in Corporation 
revenue derives from the application of the Trust 
Agreement. 


1999/2000 1998/1999 
(Combined 
Actual Budget Results) 
$ 73,234 $ 74,130 $ 79,350 
1,161 1,020 1,388 
513 657 437 
424 100 2,768 
694 : . 
$ 76,026 $ 75,907 $ 83,943 
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Managem 


Expenses 


Operating expenses for 1999/2000, related to the 
management and operation of the Seaway 
infrastructure, amount to $51.2 million, a 
substantial $3.5 million better than the Business 
Plan, a reduction of 6.1% from the approved 
budget, and $ 28 million below the 1998/1999 fiscal 
year. 


Salaries, wages and benefits, which account for 
83.9% of the current year’s expenses, have 
decreased by $3.1 million to $43 million; in 
1998/1999, the salaries expenses amounted to 
85.3% of the total. The other manageable expenses 
amount to $8.3 million for 1999/2000, compared to 
$8 million for the previous fiscal year. 


The asset renewal program, representing the cost of 
maintenance and major repairs of locks, canal 
bridges, buildings and other infrastructure assets, 
totals $20.9 million for the current year, compared 
to $19.6 million for the 1998/1999 fiscal year. 


The amortization expense of $3 million is consistent 
with accounting policy and represents the amount 
for the year ending March 31, 2000; there was no 
comparable expenditure in the 1998/1999 fiscal 
year. 


ent’s Discussion and Analysis 
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Liquidity and Capital Resources— 
Cash Flow 


The cash derived from operations, before the refund 
for transaction costs, the Contribution from the 
Capital Fund Trust for net assets investment and the 
changes in operating working capital, amounts to 
$2.7 million for the twelve-month period ended 
March 31, 2000; there is no comparable amount for 
the corresponding 12 months of the previous fiscal 
year. 


The net cash from all operating activities, including 
the contribution from the Capital Trust Fund, was 
less than in the previous fiscal year. 


The cash used in investing amounts to $8.7 million; 
the main outlays cover the cost of capital acquisition 
of $4.1 million and a net transfer of $5.8 million 
made to the Capital Fund Trust in accordance with 
the Trust Agreement. 


The net cash outflow of $8.9 million for the period 
leaves the current cash situation at $2.6 million on 
March 31, 2000. This sum is insufficient for 
operations in the first quarter of the fiscal year 
2000/2001; however, a short-term transfer of 

$12 million from the Capital Fund Trust has been 
initiated in accordance with the Trust Agreement. 


The accompanying financial statements of The St. Lawrence Seaway Management Corporation and all 
the information in this Annual Report are the responsibility of management and have been approved by 
the Board of Directors. 


The financial statements have been prepared in accordance with generally accepted accounting 
principles and necessarily include some estimates, which are based on management's best judgements. 
Information contained elsewhere in the Annual Report is consistent, where applicable, with that 
contained in the financial statements. 


To meet management's responsibility and to assure the integrity and reliability of financial reporting, the 
Corporation maintains a system of internal controls, policies and procedures to provide reasonable 
assurance that assets are safeguarded, and that transactions and events are properly recorded. 


- Our external auditors have full and free access to the members of the Audit Committee, who oversee 
management's responsibility for maintaining adequate control systems and the quality of financial 
reporting through the Board of Directors. 


The independent auditors Deloitte & Touche LLP, whose report follows, have audited the financial 
statements. 


ett 


Guy Véronneau Carol Lemelin 
President & CEO Vice-President, Finance 


Cornwall, Ontario 
May 5, 2000 
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To the Members of 
The St. Lawrence Seaway Management Corporation 


We have audited the balance sheet of The St. Lawrence Seaway Management Corporation as at March 31, 2000 
and the statements of revenue and expenses and changes in net assets and cash flows for the year then ended. 
These financial statements are the responsibility of the Corporation's management. Our responsibility is to 
express an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are 
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as evaluating the overall financial statement 
presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position of the 
Corporation as at March 31, 2000 and the results of its operations and its cash flows for the year then ended in 
accordance with Canadian generally accepted accounting principles. As required by the Canada Corporations 
Act, we report that, in our opinion, these principles have been applied on a basis consistent with that of the 
preceding year. 


Debitte # Tack CEL 


Chartered Accountants 


May 5, 2000 
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($000’s) 


2000 1999 
(12 months) (6 months) 

Revenue 

Tolls $ 73,234 $ 28,675 

Other navigation revenue 1,161 395 

License fees 513 261 

Investment revenue 424 552 

Gain on sale of capital assets 694 - 
Et eee A AA SN OT EE 

76,026 29,883 

Expenses 

Operating 51,230 27,921 

Asset renewal 20,898 16,964 

Amortization of capital assets 3,028 1,262 

75,156 46,147 

Excess of revenue over expenses 

(expenses over revenue) before the undernoted 870 (16,264) 
Departure incentive (Note 14) (512) (913) 
Excess of revenue over expenses (expenses over revenue) 

before transaction costs and contribution from 

Capital Fund Trust 358 (17,177) 
Transaction costs (Note 13) (352) (1,085) 
Contribution from Capital Fund Trust (Note 11) 624 19,452 
EXCESS OF REVENUE OVER EXPENSES 

FOR THE YEAR $ 630 $1190 


FINANCIAL STATEMENTS APPROVED BY THE BOARD 


Robert J. Swenor Guy Véronneau 
Director Director 


(See accompanying notes to the financial statements.) 
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as at March 31,2000 


($000’s) 
2000 1999 
CURRENT ASSETS 
Cash $ 2,581 $ 11,481 
Accounts receivable (Note 5) 4,377 4,688 
Supplies inventory 2,083 2,155 
Prepaid expense 331 923 
9,872 18,647 
DUE FROM CAPITAL FUND TRUST (Note 6) 25,966 20,145 
CAPITAL ASSETS (Note 7) 15,269 14,639 
EMPLOYEE TERMINATION BENEFITS TRUST FUND (Note 8) 12,469 12,542 
$ 63,076 $ 65,973 
CURRENT LIABILITIES 
Accounts payable and accrued liabilities (Note 5) $ 14,619 $ 17,348 
Employee Benefits Payable 3,214 3,580 
Due to Employee Termination Benefits Trust Fund 179 286 
Deferred revenues 1,045 Dot 
19,057 21,471 
EMPLOYEE TERMINATION BENEFITS 11295 11,361 
DUE TO RECEIVER GENERAL FOR CANADA (Note 9) 2,092 510 
13,387 14,500 
32,444 35,971 
NET ASSETS 
Invested in capital assets 15,269 14,639 
Secured contribution of Canada (Note 10) 36,000 36,000 
Contribution to Capital Fund Trust (Note 1) (24,000) (24,000) 
Contributed capital (Note 12) 3,363 3,363 
30,632 30,002 
$ 63,076 $69,973 


(See accompanying notes to the financial statements.) 
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($000’s) 


2000 1992 
(12 months) (6 months) 
NET INFLOW (OUTFLOW) OF CASH RELATED 
TO THE FOLLOWING ACTIVITIES: 
OPERATING 
Excess of revenue over expenses $ 630 $ 1,190 
Item not affecting cash 
Amortization of capital assets 3,028 1,262 
(Gain) or loss on disposal of capital assets (694) 9 
2, 964 2,461 
Changes in non-cash operating working capital items (2,039) 19,519 
Changes in employee termination benefits (66) (136) 
Decrease in due to Receiver General for Canada (1,047) (1,079) 
(188) 20,565 
INVESTING 
Increase in due from Capital Fund Trust (5,821) (19,402) 
Decrease in Employee Termination Benefits Trust Fund 73 770 
Acquisitions of capital assets (4,113) (2,536) 
Proceeds from disposal of capital assets 1,149 75 
(8,712) (21,093) 
NET CASH OUTFLOW (8,900) (528) 
CASH, BEGINNING OF YEAR 11,481 12,009 
CASH, ENDOF YEAR $ 2,581 $ 11,481 


arch 31, 2000 
($000's) Secured Contribution | 
Invested in Contribution to Capital Contributed Operating 
Capital Assets of Canada Fund Trust Capital Surplus 
BALANCE, BEGINNING 
OF YEAR $ 14,639 $ 36,000 $ (24,000) $ 3,363 $..- 
EXCESS OF REVENUE 12 
OVER EXPENSES = = = : 
NET INVESTMENT IN | re 
CAPITAL ASSETS 3,658 5 = = 2 
AMORTIZATION OF ms 
CAPITAL ASSETS (3,028) 5 4 2 
BALANCE, END OF YEAR $ 15,269 $ 36,000 $ (24,000) $ 3,363 ÿ.. + 


(See accompanying notes to the financial statements.) he 


Total 


2000 


$ 30,002 


630 


$ 30,632 


1999 


$ 28,812 


1,190 


$ 30,002 


—————_ 


year ended March 31,2000 ($ 


INCORPORATION 


The St. Lawrence Seaway Management 
Corporation (the Corporation) was 
constituted as a not-for-profit corporation 
under Part II of the Canada Corporations Act, 
on July 9} 1998. Pursuant to an agreement 
with her Majesty, certain assets of 

The St. Lawrence Seaway Authority (SLSA), 
a Crown Corporation, were transferred 


effective October 1, 1998, to the Corporation. 


These assets relate to the operation of The 
St. Lawrence Seaway comprising a deep 
waterway between Montreal and Lake Erie 
(the Seaway). As a result of a further 
agreement with the Minister of Transport, 
the Corporation assumed responsibility for 
the management, operation and 
maintenance of the Seaway for a period of 


ten years (renewable for a further ten years). 


The transferred assets included all of the 
movable capital assets, intangibles and 
working capital of SLSA. Ownership of the 
real property, locks, bridges, buildings and 
other fixtures was transferred to the 
Government of Canada on wind-up of SLSA. 


On wind-up of SLSA, a trust was created to 
fund the accumulated entitlement of the 
Seaway employees who were to be 
transferred to the Corporation, in respect of 
their vested termination benefits, known as 
The Employee Termination Benefits Trust. 


Furthermore, on wind-up of SLSA, the 
surplus funds of the Corporation were 
transferred to a second trust created for the 
purpose of funding future deficits arising 
from the operation and maintenance of the 
Seaway. This trust, the Capital Fund Trust, 
was created on October 1, 1998 witha 
capital of $29,401. The current assets and 
current liabilities of SLSA as at that date 
were transferred to the new corporation 
with the requirement that the net proceeds 
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from realization of accounts receivable, after 
discharging the transferred debts of SLSA, 
would be paid into the Capital Fund Trust 
on a quarterly basis. 


Immediately following the transfer of assets 
to the Corporation from SLSA on 

October 1, 1998, pursuant to a directive 
from the Minister of Transport, the 
Corporation transferred $24,000 to the 
Capital Fund Trust to increase the funds 
available to $53,401 to fund future operating 
deficits in accordance with the terms of the 
Management, Operation and Maintenance 
Agreement. Transfers of funds to the 
Corporation to cover future deficits as they 
occur will be accounted for as revenue in 
the statement of revenue and expenses. 


The Corporation is the Trustee for both of 
these trusts. 


The navigation season of the Seaway is a 
period of approximately nine months 
commencing around the beginning of April 
each year and ending about the end of 
December. As a consequence the revenue is 
earned in the first nine months of the fiscal 
year (which begins on April 1) while most 
of the maintenance and asset renewal costs 
are incurred during the period of time when 
the Seaway is closed (January to March). 


OPERATING AGREEMENT 


The Corporation was mandated to manage, 
operate and maintain the Seaway in 
accordance with a Management, Operation 
and Maintenance Agreement, which 
requires the Corporation to submit five-year 
business plans throughout the term of the 
agreement, to the Minister of Transport. 
The business plan includes anticipated 
revenues and operating costs and an “Asset 
Renewal Plan”. The Corporation is 
authorized to charge tolls and other 


revenues to finance the operation and 
maintenance of the Seaway, and to recover 
from the Government of Canada such 
additional funds, to eliminate operating 
deficits when required, in accordance with 
the terms of agreement. 


The above agreement also provides for the 
formation of a "Capital Committee" 
comprising two representatives of the 
Corporation and two representatives of the 
Crown who will review annual plans for the 
capital, maintenance and asset replacement 
requirements of the assets under 
administration of the Corporation. The 
Committee reviews the Asset Renewal Plan 
each year and determine if it is appropriate 
or whether any changes are warranted. 


CORPORATION’S 
RESERVE ACCOUNT 


The Corporation is mandated under the 
Management, Operation and Maintenance 
Agreement to establish a notional reserve 
account with an initial balance of $NIL. The 
account is to be increased in respect of 
recoveries of operating costs incurred by the 
Corporation, through government 
contribution, insurance or indemnity, as 
well as favourable variances in operating 
costs and asset renewal costs between those 
incurred in any year and the projected costs 
according to the business plan. The 
notional reserve is reduced by unfavourable 
variances in actual operating costs and other 
adjustments. The notional reserve is to be 
used as an indicator of the amount by which 
future toll increases may be adjusted, when 
taking into account the future operations of 
the Seaway, as evidenced by the 
Corporation’s business plan. The 
Corporation's notional reserve as at 2000 is 
$5,273 (1999 - $2,020). 
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b) 


d) 


SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


The financial statements have been 
prepared in accordance with Canadian 
generally accepted accounting principles. A 
summary of significant accounting policies 
follows: 


Revenue 
Toll revenue and other service charges are 
recognized as revenue when earned. 


Supplies inventory 

Supplies inventory comprises equipment 
and supplies used in the operation and 
maintenance of the Seaway. It includes 
spare parts which were transferred to the 
Corporation on October 1, 1998. Certain 
parts were transferred at nominal value. 
Supplies are recorded at average cost. 


Income taxes 
The Corporation is exempt from income tax 
under section 149(1) (1) of the Income Tax Act. 


Capital assets 

Capital assets of the Corporation consist of 
temporary structures, movable assets such 
as motor vehicles; small vessels employed 
in the operation of the Seaway; office 
furniture and equipment, including 
computers and related software. Such 
assets are capitalized if they have an initial 
cost of at least $3,000 (three thousand 
dollars). 


Additions are recorded at cost. The cost of 
assets sold, retired or abandoned, and the 
related accumulated amortization are 
removed from the accounts on disposal. 
Gains or losses on disposals are credited or 
charged to operations. 


€) 


year ended March 3 


Amortization is recorded using the straight- 
line method based on the estimated useful 
service lives of the assets. 


The Corporation treats all major 
maintenance and refurbishment costs, as 
well as any additions to existing capital 
assets of the Seaway which were transferred 
to Canada on the wind-up of SLSA, (defined 
as “existing managed assets”,) as operating 
costs. 


Employee termination benefits 
Employees of the Corporation are entitled to 
specified benefits as provided for under 
labour contracts and conditions of 
employment. These benefits include 
accumulated sick leave and furlough leave 
which are payable under termination of 
employment. Usually, the benefits 
correspond to the higher of a week’s salary 
(two weeks for the first year of service) for 
each year of service, up to a maximum of 28 
weeks or 75 % of the balance of the 
employee’s accumulated sick leave days. 
Employees are allowed 15 days of sick leave 
per year. The liability for benefits is 
recorded in the accounts as the benefits 
accrue to the employees. 


Pension plan 

All former employees of SLSA who were 
transferred to the Corporation on 

October 1, 1998 are covered by the Public 
Service Superannuation Plan administered 
by the Government of Canada for service up 
to March 31, 1999. The Corporation has 
established its own defined benefit pension 
plan and employees were allowed the 
option of transferring their entitlement to the 
new plan or remaining with the Public Service 
Superannuation Plan. New employees, 
effective April 1, 1999, become members of the 
Corporation’s pension plan. 
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The Corporation is not required to make 
contributions with respect to actuarial 
deficiencies of the Public Service 
Superannuation Account. 


ACCOUNTS RECEIVABLE, 
ACCOUNTS PAYABLE AND 
ACCRUED LIABILITIES 


These accounts are incurred in the normal 
course of business. They are usually 
receivable or payable within a month and 
are non-interest bearing. The carrying 
amount of each approximates fair value. 


DUE FROM 
CAPITAL FUND TRUST 


The Corporation has an amount receivable 
from the Capital Fund Trust to cover 
specific Seaway support obligations such as 
the Corporation's deficits and other short- 
term cash requirements in accordance with 
the Trust Agreement. 


The balance due 
from the Capital Fund Trust 
at March 31, 2000 was comprised of: 


Funds held for the discharge of 
SLSA's workers' compensation 


liability $ 3,139 
Plus: Net surplus cash 

transferred to the Capital Fund 20,079 
Net funds from set off of 

opening accounts receivable 

and accounts payable 2,124 
Contribution receivable 

for 1999/2000 

operating expenses 624 

$25,966 


7. CAPITAL ASSETS 


Annual 
Amortization 
Rate 

Information technology 

systems 20% 
Vehicles 10-20% 
Floating equipment 2-20% 
Machinery and 

office equipment 2-20% 
Infrastructure 

equipment 2-20% 


Assets under 
construction = 


8. EMPLOYEE TERMINATION 


BENEFITS TRUST FUND 


Cost 


$ 14,055 
4,922 


4,406 


4,421 


6,302 


411 


$ 34,517 


This amount represents the funds set aside 


for the accrued employee termination 


benefits liability of the Corporation which 


is represented by the assets in the 


Employee Termination Benefits Trust 


Fund. 
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2000 1999 
Accumulated Net Book Net Book 
Amortization Value Value 

$ 7,162 $ 6,893 $ 7,096 
3,161 1,761 2,021 
3,039 1,367 1,887 
2797 1,624 1,451 
3,089 3,213 1,881 

- 411 303 
$ 19,248 $15,269 $ 14,639 


DUE TO RECEIVER GENERAL 
FOR CANADA 


This balance represents the liability for 
workers’ compensation in respect of the 
former employees of SLSA which was 
assumed by the Corporation on wind-up 
of SLSA. The funds to discharge the 
obligation were transferred to the Capital 
Fund Trust on October 1, 1998 and will be 
drawn down by the Corporation as claims 
are paid by the Government of Canada 
and reimbursed by the Corporation. 


SECURED CONTRIBUTION 
OF CANADA 

Upon transfer of certain assets of SLSA to 
the Corporation on October 1, 1998, the 
Corporation signed a general security 
agreement with the Government of Canada 
covering all the assets of the Corporation, 
evidenced by a limited recourse term 
promissory note with a face value of 

$ 36,000. The note is payable without 
interest on the earlier of (a) March 31, 2018, 
and (b) the termination for any reason 
whatsoever, of the Management, Operation 
and Maintenance Agreement. Recourse by 
the Government of Canada is limited to a) 
the collateral as defined in the general 
security agreement; and b) the 
Hypothecated Property (as defined in the 
Deed of Movable Hypothec between the 
Corporation and SLSA); and set off against 
the Purchase Price (as defined in the 
Option Agreement between the 
Corporation and Her Majesty). 


CONTRIBUTION FROM THE 
CAPITAL FUND TRUST 

The contribution from the Capital Fund 
Trust for the years ended March 31, 1999 
and March 31, 2000 equals an amount 
sufficient to cover the excess of expenses 
over revenue, increased by the net capital 
asset acquisitions in the period less the 
amortization charge. 


CONTRIBUTED CAPITAL 


The amount recorded as contributed capital 
arises from the write-up of assets, other 
than capital assets transferred from SLSA to 
the Corporation for $1 on October 1, 1998, 
to their book value prior to transfer. 
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6. 


TRANSACTION COSTS 


Costs associated with the transfer of 
assets and operating responsibility of the 
Seaway from SLSA to the Corporation, as 
defined in the Management, Operation 
and Maintenance Agreement, which are 
not anticipated to recur, have been 
separately charged to operations as 
transaction costs. 


DEPARTURE INCENTIVE 


Upon assumption of operating 
responsibility and maintenance of the 
Seaway, certain staff positions were 
considered redundant and accordingly, 
the Corporation continued a program 
originally instituted by SLSA to allow 
certain employees to take early 
retirement. The costs associated with 
this program, which are not anticipated 
to recur, are included in a separate 
charge to operations described as 
departure incentive. 


RECOVERABLE 
EXPENSES 


In the normal course of business, the 
Corporation performs services for other 
entities and can be reimbursed for 
expenses incurred relating to 
maintenance and labour costs. In the 
current year, the total of expenses 
recovered is $3,716 (1999 - $2,069) which 
has been related as a reduction in 
operating expenses. 


COMMITMENTS 

As at March 31, 2000, contractual 
commitments for capital and other 
expenditures amounted to $956 (1999 - 
$1,747). 


CONTINGENCIES 


The Corporation, in the normal course of 
business experiences claims for a variety of 
reasons. Management is of the opinion 
that these actions will not result in any 
material losses to the Corporation. Claims 
outstanding at March 31, 2000 are $181 
(1999 - $NIL). Claims relating to operation 
and maintenance of the Seaway incurred 
by SLSA prior to October 1, 1998 became 
the obligation of Transport Canada. 
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UNCERTAINTY DUE TO THE 
YEAR 2000 ISSUE 


The Year 2000 Issue arises because many 
computerized systems use two digits rather 
than four to identify a year. Date-sensitive 
systems may recognize the year 2000 as 1900 
or some other date, resulting in errors when 
information using year 2000 dates is 
processed. In addition, similar problems may 
arise in some systems which use certain dates 
in 1999 to represent something other than a 
date. Although the change in date has 
occurred, it is not possible to conclude that all 
aspects of the Year 2000 Issue that may affect 
the entity, including those related to 
customers, suppliers, or other third parties, 
have been fully resolved. 


year ended March 31, 


19. DIRECTORS’ AND 


OFFICERS’ REMUNERATION 


As required by the Canada Marine Act, the remuneration earned by the directors and officers, in 
actual dollars, was as follows: . 


a) Directors’ remuneration comprises a fixed fee and a per diem based on attendance at meetings of the Board 


and its committees. 


Name 


Robert J. Swenor 


Allan J. Donaldson 


Georges H. Robichon 


Adrian D.C. Tew 


Alan R. Holt 


Denise Verreault 


John E. F. Misener 


Marc Dulude 


Total of directors’ remuneration for the period 


Appointment date 


July 1998 


July 1998 
July 1998 
July 1998 
August 1998 


September 1998 


September 1998 


November 1998 


Committee and position 


Board 
Governance 
Human Resources 


Board 
Audit 


Board 
Governance 


Board 
Audit 


Board 
Human Resources 


Board 
Governance 
Audit 


Board 
Human Resources 


Board 
Human Resources 


Chairman 
Member 
Member 


Director 
Chairman 


Director 
Chairman 


Director 
Member 


Director 
Chairman 


Director 
Member 
Member 


Director 
Member 


Director 
Member 


Remuneration 
in 1999/2000 


$ 25,000 


19,400 


18,600 


18,600 


19,400 


21,000 


21,000 


21,000 


$ 164,000 


b) Directors’ remuneration in respect of their responsibilities as members of the Capital Committee: 


Remuneration 

Name A ppointment date Committee and position in 1999/2000 
Allan J. Donaldson September 1998 Chairman $ 4,400 
Alan R. Holt September 1998 Member 4,400 
$ 8,800 


c) Remuneration paid for the (7) officers, including remuneration as directors, was $765,951. 
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